
CO?JMONTIPEALTH OF KENTUCKY 

BEFORE THE EqERGY REGULATORY COMMISSION 

* * * * *  

In the Matter o f :  

NOTICE OF ADJUSTMENT OF RATES ) 
OF THE WISER O I L  COMPANY TO 1 
BECOME EFFECTIVE SEPTEMBER 29 ,  
1980 ) 

CASE NO. 7957 

O R D E R  

On S e p t e m b e r  8, 1 9 8 0 ,  W i s e r  O i l  Company (Applicant) 

f i l e d  a notice w i t h  this Commission r e q u e s t i n g  t o  increase i t s  

ra te  o n  a n d  a f te r  September 29, 1980. The  p r o p o s e d  rate would 

p r o d u c e  a n  i n c r e a s e  i n  a n n u a l  r e v e n u e  t o  A p p l i c a n t  of $990,356, 

an a test  p e r i o d  basis,  o r  a n  i n c r e a s e  of a p p r o x i m a t e l y  22 .5%.  

A p p l i c a n t  stated that t h e  i n c r e a s e  was necessary due t o  i n c r e a s e d  

operating and capi ta l  costs .  

I n  order to d e t e r m i n e  t h e  r e a s o n a b l e n e s s  of t h e  p r o p o s e d  

ra te ,  t h e  Commission i n  Orders  dated September 9,  a n d  S e p t e m b e r  1 2 ,  

1980, s u s p e n d e d  t h e  p r o p o s e d  i n c r e a s e  fo r  a p e r i o d  of f i v e  (5)  

months o n  a n d  a f te r  t h e  e f f e c t i v e  date  and set a p u b l i c  h e a r i n g  

for December 18, 1980. 

The h e a r i n g  w a s  h e l d  as s c h e d u l e d  w i t h  t h e  A t t o r n e y  

G e n e r a l ' s  D i v i s i o n  of Consumer I n t e r v e n t i o n ,  t h e  sole i n t e r v e n o r ,  

being p r e s e n t  and p a r t i c i p a t i n g  i n  t h e  proeeedinqs. A t  t h e  

close of t h e  h e a r i n g  a n d  f o l l o w i n g  t h e  A p p l i c a n t ' s  r e s p o n s e s  to 

r e q u e s t s  for a d d i t i o n a l  i n f o r m a t i o n ,  t h e  matter w a s  s u b m i t t e d  t o  

the Commission for E i n a l  deterrninat ion. 

W i s e r  Oil Company p r o d u c e s ,  p u r c h a s e s  and t r a n s p o r t s  

n a t u r a l  g a s ,  selling t h e  p r o d u c t  for resale, t o  D e l t a  N a t u r a l  

Gas Company and People 's  Gas Company'which was recently a c q u i r e d  

by D e l t a .  Applicant's last general  rate increase was granted 

in C a s e  N o .  6870, e f f e c t i v e  i n  1977. 



- TEST PERIOD 

A p p l i c a n t  proposed and t h e  Cornissfon h a s  accepted t h e  

twelve  m o n t h s  e n d i n g  J u n e  30, 1980 as the tes t  period i n  t h i s  

case. Pro forma a d j u s t m e n t s ,  w h e r e  f o u n d  r e a s o n a b l e ,  h a v e  b e e n  

inc luded  t o  more c l e a r l y  reflect  c u r r e n t  o p e r a t i n g  c o n d i t i o n s .  

VALUATION METHODS 

N e t  O r i g i n a l  Cost 

A p p l i c a n t  proposed a N e t  O r i g i n a l  C o s t  R a t e  B a s e  a t  

J u n e  30, 1980 of $11,770,880.- T h e  Commission h a s  r e c o g n i z e d  

t h e  a d j u s t e d  l e v e l  of o p e r a t i o n  a n d  m a i n t e n a n c e  e x p e n s e s  f o u n d  

reasonable h e r e i n  i n  its c a l c u l a t i o n  of C a s h  Working C a p i t a l  

and has  t h e r e f o r e  d e t e r m i n e d  the ra te  base t o  be $11,772,629, 

as follows: 

P l a n t  i n  Service $18,220,812 
C o n s t r u c t i o n  Work in Progress 113,293 
Materials & Supplies 151,706 
Cash Working Capital 119,581- 

S u b t o t a l  $18,605,392 

21 

L e s s  : 
Reserve for Depreciation 
N e t  O r i g i n a l  C o s t  Rate B a s e  

6,832,763 
$11,772,629 

Capi ta l  

At J u n e  30, 1980, A p p l i c a n t ’ s  i n v e s t m e n t  w a s  f i n a n c e d  

e n t i r e l y  by C Q ~ O R  e q u i t y .  A s  t h e  n a t u r a l  gas p r o d u c t i o n  and 

transmission is operated a s  n d i v i s i o n  of t h e  c o r p o r a t i o n ,  which 

is a lso  e n g a g e d  i n  the p r o d u c t i o n  a n d  s a l e  of o t h e r  p e t r o l e u m  

products ,  it c a n  be assumed that the p o r t i o n  of capital a s s i g n -  

able to t h e  i n v e s t m e n t  i n  gas o p e r a t i o n s  is e q u a l  t o  t h e  N e t  

O r i g i n a l  C o s t  R a t e  B a s e  a s  set o u t  above. 

REVENUES AND EXPENSES 

A p p l i c a n t  proposed t w o  pro f o r m a  a d j u s t m e n t s  t o  more 

c l e a r l y  reflect c u r r e n t  o p e r a t i o n s . -  ’’ 
submi t t ed  a d d i t i o n a l  i n f o r m a t i o n ,  following i n q u i r y  at t h e  

hearing, which e s t a b l i s h e d  t h a t  t h e  ad.justnent for  wage Increases 

Moreover, t h e  A p p l i c a n t  

- 1/ N o t i c e ,  E x h i b i t  A ,  Page 1 of 2 .  
- 2/ $956,645 x 12.5% = $119,581 
- 3/ Notice, E x h i b i t  A ,  Pages 1 a n d  2 .  



4 /  had been  u n d e r s t a t e d  i n  t h e  o r i g i n a l  a p p l i c a t i o n  by $14 ,846 . -  

The  C O R U T I ~ ~ S I O ~  h a s  a c c e p t e d  t h e  A p p l i c a n t ' s  a d j u s t m e n t  f o r  t h e  

Kentucky G a s  Severence Tax a n d  h a s  a c c e p t e d  t h e  a d j u s t e d  l e v e l  

of w a g e s  of $64,846.- 5/ 

To correspond t o  t h e  add i t iona l  wages, t h e  Commission h a s  

a d j u s t e d  t h e  related payro l l  o v e r h e a d  costs  by  $ 3 , 1 1 8  ," rnakfng 

Of this la t ter  amount t h e  total for this a d j u s t m e n t  $13 ,618 . -  

the Commission h a s  i n c l u d e d  t h e  amount  r e l a t e d  t o  t h e  e m p l o y e r ' s  

portion of t h e  F e d e r a l  I n s u r a n c e  C o n t r i b u t i o n  Act ( F I C A )  t a x e s  

o f  $3,975, i n  T a x e s  O t h e r  Than Income T a x e s .  

7/ 

A f t e r  a p p l y i n g  t h e  Combined S t a t e  a n d  F e d e r a l  Income Tax 

R a t e  of 49.246, t o  t h e  a p p r o p r i a t e  a d j u s t m e n t s ,  t h e  Commission 

f i n d s  that n e t  o p e r a t i n g  income s h o u l d  be d e c r e a s e d  by $88,163 

to $892 ,034  as f o l l o w s :  

Per Books" A d j u s t m e n t s  Adjusted 

O p e r a t i n E  Revenue  $4,390,531 $ -0- $4,390 , 534 
O p e r a t i n g  E x p e n s e s  3 , 4 1 0 , 3 3 7  88,163 3 , 4 9 8 , 5 0 0  
N e t  O p e r a t i n g  Income $ 9 8 0 , 1 9 7  $ o s  8 9 2 , 0 3 4  

RETURN 

The  Commission is of t h e  o p i n i o n  tha t  t h e  a d j u s t e d  ra te  of 
9/ r e t u r n  of 7.58%- is c l e a r l y  u n f a i r ,  u n j u s t  a n d  u n r e a s o n a b l e .  

T h e  C o m m i s s i o n  is o f  t h e  o p i n i o n  t h a t  a f a i r ,  j u s t  a n d  

reasonable ra te  of r e t u r n  is k1.85%, w h i c h  w i l l  allow A p p l i c a n t  

t o  pay its o p e r a t i n g  e x p e n s e s  a n d  p r o v i d e  a reasonable s u r p l u s  

for e q u i t y  g r o w t h .  

The  a d d i t i o n a l  r e v e n u e  r e q u i r e d ,  and t h e  amount  of t h e  

i n c r e a s e  g r a n t e d  h e r e i c ,  is  e q u a l  t o  t h e  A p p l i c a n t ' s  r e q u e s t e d  

increase and is computed as  follows: 

Ad-iusted N e t  O R e r a t i n g  Income $ 8 9 2 . 0 3 4  
N e t  Income Found R e a s o n a b l e  
Def i c i e n c v  

1 , 3 9 4 ;  739 
$ 5 0 2 . 7 0 5  

Def i c i e n c ;  A d j u s t e d  f a r  T a x e s  
or Increase $ 990,356 

4/ F i l e d  J a n u a r y  25, 1982 
5/  IBID 
8/ - $14,846 x 21% = $3,118. 
- 7/ $64,846 x 6.13% -- $ 3 , 9 7 5  - 81 N o t i c e ,  E x h i b i t  A ,  P a g e  1 of 2. 
- 9/ $892,934 + $ 1 1 , 7 7 2 , 6 2 9  = 7.58% 

- 3 -  



SUMMARY 

Having considered t h e  e v i d e n c e  of record and  b e i n g  a d v i s e d ,  

t h e  Commission is of t h e  o p i n i o n  and  FINDS t h a t :  

(1) The rate proposed by t h e  Applicant  and set o u t  i n  

Appendix "A" is t h e  f a i r ,  j u s t  a n d  reasonable rate t o  charge for 

gas service r e n d e r e d  by Wiser O i l  Company i n  that, based o n  test 

y e a r  c o n d i t i o n s ,  it m i l l  p r o d u c e  gross a n n u a l  r e v e n u e s  of a p p r o x i -  

m a t e l y  $5,380,890. 

( 2 )  T h e  a l l o w e d  rate of r e t u r n  OR t h e  N e t  O r i g i n a l  Cost 

R a t e  B a s e  of 11.85% is fair, just and  r e a s o n a b l e  i n  t h a t  i t  

should  p e r m i t  t h e  Applicant t o  p r o v i d e  for  i ts  n e c e s s a r y  operating 

e x p e n s e s  and a c c u m u l a t e  a r e a s o n a b l e  amount of s u r p l u s  f o r  e q u i t y .  

IT IS THEREFORE ORDERED, t h a t  t h e  A p p l i c a n t  be a n d  i t  

hereby is d i r e c t e d  t o  place i n t o  e f f e c t  t h e  ra te  set f o r t h  i n  

Appendix  " A , "  attached h e r e t o  and  made a part hereof. Said ra te  

is t o  be made e f f e c t i v e  on  and a f t e r  t h e  date of t h i s  O r d e r .  

I T  IS FURTHER ORDERED, t h a t  t h e  A p p l i c a n t  s h a l l  f i l e  w i t h  

t h i s  Commission,  w i t h i n  t h i r t y  (30) d a y 6  from the d a t e  of this 

O r d e r ,  its tariff sheets setting forth the rates and charges 

a p p r o v e d  h e r e i n .  

Done a t  F r a n k f o r t ,  K e n t u c k y ,  this 26th  day of February, 1981 

ENERGYPEGULATORY C!ONl?JSSIOrJ 

ATTEST : 

Secretary 



APPEND I. X " A '' 

APPENDIX TO AN ORDER OF THE ENERGY REGULATORY 
COMMISSION IN CASE NO. 7957 DATED February 26, 1981 

The f o l l o w i n g  rates arid charges  are for wholesale gas 

s e r v i c e  for  all customers  of Wiser O i l  Company. A l l  o t h e r  rates 

and charges n o t  specifically mentioned h e r e i n  shall remain the 

same as those in effect under t h e  a u t h o r i t y  of t h e  Commission 

p r i o r  to t h e  d a t e  of this Order. 

Rates: Monthly 

Wholesale S e r v i c e  P e r  MCF 

D e l t a  Natural G a s  Company, or its s u c c e s s o r s  $2.17 

Purchased Gas Adjustment ( P G A )  applicable to rates approved h e r e i n  

Q.W$ per 100 cu. ft.* 

*Purchased Gas Adjustment authorized a f t e r  complet ion of refunds 
a u t h o r i z e d  i n  C a s e  No. 6870-A d a t e d  January 13, 1978, 687043 dated 
April 3 ,  1978, 6870-C d a t e d  August 2 ,  1979 and 6870-D dated March 
13, 1980. 


